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STATE OF CALIFORNIA 
 
 

MEMO 

 
 

To   : POLICY AND PROCEDURE COMMITTEE     Date: June 11, 2013 

  RAMON ALVAREZ C., CHAIR 

  GLENN STEVENS, MEMBER 

   

From   : WILLIAM G. BRENNAN 

DANA F. WINTERROWD            

 

Subject: DISCUSSION CONCERNING PENDING LEGISLATION                   

 
The following provides a summary of pending State and Federal legislation that is of 
interest to the New Motor Vehicle Board (“Board”).  For purposes of this memorandum, 
“legislation of special interest” means pending legislation that directly affects the Board’s 
laws or functions. “Legislation of general interest” includes pending legislation that impacts 
the Vehicle Code, the Board, or the automotive industry in general but does not directly 
impact the Board or its enabling statutes. 
 
Bill summaries include an overview of the bill, including aspects of the overview provided 
by the Legislative Counsel’s Digest or the Congressional Research Service, if available, as 
well as the current status of the bill.
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a. Legislation of Special Interest 
 

(1) Assembly Bill 988 – Assembly Member Jones 
(Introduced February 22.) 

Status – On February 25, the bill was read a first time. On April 16 the Assembly 
Committee on Appropriations approved the bill, which was re-referred to the same 
committee on May 1 and referred to the committee’s suspense file. On May 24 the 
Assembly Committee on Appropriations recommended that the bill be passed as 
amended. On May 29 the bill was amended (with essentially non-substantive 
changes, passed, and ordered to the Senate. On May 29 the bill was read for the 
first time in the Senate. The bill is presently in the Senate Committee on Rules 
pending committee assignment.   

Support – California Motorcycle Dealers Association (sponsor). 

Opposition – None on file 

 

 

                                                           
1.
 All dates are for the year 2013, unless otherwise stated. 
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Legislative Counsel’s Digest – New Motor Vehicle Board: recreational off-highway 
vehicles. 

Existing law establishes the New Motor Vehicle Board that regulates the activities or 
practices of a new motor vehicle dealer, manufacturer, manufacturer branch, 
distributor, distributor branch, or representative, as those terms are defined by the 
Vehicle Code. Existing law requires licensing by the Department of Motor Vehicles 
to do these activities for specified types of vehicles. 

Existing law defines a recreational off-highway vehicle as a motor vehicle designed 
by the manufacturer for operation primarily off of the highway that has a steering 
wheel, non-straddle seating, a maximum speed capability of greater than 30 miles 
an hour, and an engine displacement equal to or less than 1,000cc. 

This bill would include the activities and practices of recreational off-highway vehicle 
dealers, manufacturers, manufacturer branches, distributors, distributor branches, 
or representatives within the scope of regulation by the board. 

This bill would require these entities to make application to the Department of Motor 
Vehicles for a license, but would exempt them from the written examination and 
education program requirements. The bill would require an applicant for a dealer’s 
license for a dealer who deals exclusively in recreational off-highway vehicles to 
procure and file a bond with the department in the amount of $10,000 before a 
license is issued or renewed. The bill would also require the holders of these 
licenses and the dealers, manufacturers, manufacturer branches, distributors, 
distributor branches, and representatives to pay fees for the issuance and renewal 
of a license. 

 

(2) Senate Bill 155 – Senator Padilla 
(Introduced January 31.) 

Status – On January 31, the bill was read a first time and referred, for committee 
assignment, to the Senate Rules Committee. On February 14, the bill was referred 
to the Senate Committee on Judiciary, where it was amended on April 4 and April 
22. On May 6 the Senate Committee on Judiciary approved the bill, as amended. 
On May 7, the bill was read a second time, amended, and referred to the Senate 
Committee on Appropriations. On May 20 the Appropriations Committee referred 
the bill for placement in the second reading file, pursuant to Senate Rule 28.8.
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 On 

May 21 the bill was read a second time and ordered to a third reading. On May 24 

the bill was read a third time, passed and ordered to the Assembly. On June 6, the 
bill was read a first time and double-referred to the Assembly Committees on 
Judiciary and Transportation. On June 10, the bill was, (a) returned to the Assembly 
Floor with author's amendments; (b) read a second time; (c) amended, and (d) re-
referred to the Assembly Committee on Transportation. 

Support – California New Car Dealers Association (sponsor). 
                                                           

2. Senate Rule 28.8 provides, “Any bill referred to the Committee on Appropriations pursuant to Joint Rule 
10.5 that does not appropriate money may not be set for hearing and shall, along with any nonsubstantive 
amendments, promptly be reported to the Senate with the recommendation it be placed on second reading if 
the chair of the committee determines that (a) any additional state costs are not significant and do not and will 
not require the appropriation of additional state funds, and (b) the bill will cause no significant reduction in 
revenues.” (Sen. Res. No. 4 (2013-2014 Reg. Sess.).) 
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Opposition – Alliance of Automobile Manufacturers, Association of Global 
Automakers. 

Summary – SB 155 would amend the Vehicle Code to augment, clarify and 
standardize several procedures to be followed by specific franchisors, specific 
franchisees, and the Board  relative to, (1) claims for reimbursement of labor and 
parts costs incurred by a franchisee in the fulfillment of a franchisor’s specific 
warranty agreement (warranty reimbursement claims), and (2) franchisee claims for 
compensation arising from the franchisee’s performance of a franchise incentive 
program (incentive compensation claims). Pertinent existing law contains several 
ambiguities, some of which have been the subject of litigation before the Board 
during the previous two years. Many of the proposed changes are directed at 
resolving many of the ambiguities in existing law, by establishing specific 
requirements, thus further standardizing those claims procedures. 

SB 155 would also amend the Vehicle Code to clarify and supplement specifications 
of unlawful conduct, if undertaken by a manufacturer, manufacturer branch, 
distributor, or distributor branch. Existing law fails to provide protection from some 
acts that may be viewed as inappropriate, relative to required facility modifications, 
restrictions on product sales, and warranty repair labor rates. The proposed 
changes are directed at limiting such acts, by providing standards that would be 
applied to aid a determination of whether any of the acts occurred. 

 The bill would also make several non-substantial changes in grammar and 
 style. 

 The following is a discussion and summary of the significant amendments proposed 
by SB 155. 

Sections 3065 and 3065.1 

Current Statute 

These sections concern procedures to be followed by franchisors, franchisees, and 
the Board relative to claims for warranty reimbursement (section 3065) and 
incentive compensation (section 3065.1) involving specific new motor vehicles other 
than recreational vehicles. Both sections contain similar provisions that authorize 
franchisors to conduct audits of franchisee warranty records (§ 3065), and incentive 
records (§3065.1) on a reasonable basis. Section 3065.1 authorizes a franchisor to 
audit the franchisee’s incentive records for 18 months after a claim is paid or credit 
issued. Section 3065 authorizes a franchisor to audit the franchisee’s warranty 
records for 12 months after a claim is paid or credit issued. Both sections prohibit 
the disapproval of franchisee claims except for good cause, as specified, and 
require that a notice of disapproval state the specific grounds upon which the 
disapproval is based. Also, section 3065.1 gives a franchisee one year from receipt 
of the notice of disapproval of an incentive compensation payment to appeal the 
disapproval to the franchisor and file a protest with the Board. 

Note: The Board also has authority to adjudicate administrative claims relative to 
warranty reimbursement (section 3075) and incentive compensation (section 3076), 
arising in relation to certain recreational vehicles.  Current sections 3075 and 3076 
are, respectively, very similar to sections 3065 and 3065.1, discussed below.  
However, SB 155 makes no proposal to amend sections 3075 or 3076. Thus, 
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should the current version of SB 155 be adopted, without similar changes to 
sections 3075 and 3076, substantially different rules would apply to claims involving 
warranty reimbursement and incentive compensation, depending on the model of 
motor vehicle involved in the claim. 

Accordingly, the following analysis applies only to claims relative to motor vehicles 
(other than recreational vehicles) within the Board’s jurisdiction. 

Proposed Changes to Section 3065, alone 

The bill would clarify and supplement the procedures relative to claims for warranty 
reimbursement in the following significant respects: 

1. The franchisor would be required to adequately and fairly compensate each of 
 its franchisees for labor and parts used to provide diagnostic services under a 
 warranty; and 
2. If the warranty reimbursement schedule or formula provides franchisee labor 
 compensation on a flat-rate basis, the franchisor would be required to allow the 
 franchisee to use a published, nationally recognized, flat-rate labor time 
 guide as the basis for determining the amount of time allocable for warranty 
 diagnostics and repairs if the franchisee primarily uses the time guide to 
 compute technician flat-rate compensation and charges for nonwarranty 
 labor. 

Proposed Changes to Sections 3065 and 3065.1 
The bill would, through similar amendments to both sections 3065 and 3065.1, 
clarify and supplement the procedures relative to claims for warranty reimbursement 
and claims for incentive compensation, in the following significant respects: 

1. The bill would require the franchisor to provide the franchisee with the specific 
 grounds upon which any previously approved claims will be charged back, if the 
 franchisor disapproves of a previously approved claim after an audit,  
2. The bill would prohibit a previously approved claim from being charged back to 
 the franchisee except for good cause, as specified under certain circumstances, 
 including when the claim is false or fraudulent; 
3. The bill would require the franchisor to provide a reasonable appeal process to 
 allow the franchisee to respond to any disapproval with additional supporting 
 documentation or information rebutting the disapproval or curing any alleged 
 noncompliance; 
4. The bill would authorize the audit of a franchisee’s records for 6 9 months after a 
 claim is paid or credit is issued, as specified;  
5. The bill would give a franchisee one year 6 months from the later of the date of 
 receipt of  the a specified written notice of disapproval or the completion of any 
 franchisor appeal process to file a protest with the Board, and 
6. The bill would specify that, in the protest proceeding, the franchisor has the 
 burden of proof.  

Section 11713.3 

Current Statute 

Under relevant aspects of this section, it is unlawful for a manufacturer, 
manufacturer branch, distributor, or distributor branch to act in specified ways, 
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including requiring a dealer to make a material alteration, expansion, or addition to 
any dealership facility, unless the required alteration, expansion, or addition is 
reasonable in light of all existing circumstances, including economic conditions. 

Proposed Changes 

The bill would supplement the section by prohibiting a manufacturer, manufacturer 
branch, distributor, or distributor branch from taking or threatening to take any 
adverse action against a dealer pursuant to a published an export or sale-for-resale 
prohibition because the dealer sold or leased a vehicle to a customer who either 
exported the vehicle to a foreign country or resold the vehicle in violation of the 
prohibition, unless, the export or sale-for-resale prohibition policy was provided to 
the dealer in writing prior to the sale or lease and the dealer knew or reasonably 
should have known of the customer’s intent to export or resell the vehicle in violation 
of the prohibition. If the dealer causes the vehicle to be registered in this or any 
other state, and collects or causes to be collected any applicable sales or use tax 
due to this state, a rebuttable presumption is established that the dealer did not 
have reason to know of the customer’s intent to export or resell the vehicle. 

Section 11713.13 

Current Statute 

Under relevant aspects of this section, it is unlawful for a manufacturer, 
manufacturer branch, distributor, or distributor branch to act in specified ways. 

Proposed Changes 

The bill would supplement the section by, 

1. Prohibiting, with narrow conditions and exclusions, a required facility alteration, 
expansion, or addition from being deemed reasonable if it requires that the dealer 
purchase goods or services from a specific vendor if substantially similar goods or 
services are available from another vendor; and 

2. Prohibiting the establishment or maintenance of a performance standard, sales 
objective, or program for measuring a dealer’s sales, service, or customer service 
performance that may materially affect the dealer, including, but not limited to, the 
dealer’s right to payment under any incentive or reimbursement program or 
establishment of working capital requirements, unless certain conditions prevail. 

Impact on the Board 

It is anticipated that the proposed changes will have little to no impact on the Board. 
The proposed changes would create no new types of protests or programs. Rather, 
the proposed changes to sections 3065 and 3065.1 would largely supplement and 
modify procedures currently assimilated into the Board’s practices. Thus, the 
proposed changes to those sections would, if adopted, be assimilated into the 
Board’s practices. The proposed changes to sections 11713.3 and 11713.13 could 
have the effect, in some protest proceedings, of modifying the range of issues to be 
determined and the nature and extent of evidence that parties may offer. Thus, the 
proposed changes would likely have no significant impact on Board operations. 
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b. Legislation of General Interest 

(1) Assembly Bill 225 – Assembly Member Nestande  
 (Principal Coauthor: Assembly Member Medina) 
 (Introduced February 4.) 

Status – On February 4, the bill was read a first time. On February 15, the bill was 
referred to the Assembly Committee on Transportation. On April 17 the Committee 
on Transportation approved the bill. On May 2 the Assembly Committee on 
Appropriations approved the bill. On May 9 the bill was amended (in relatively minor 
fashion) and on May 16 the bill passed the Assembly and was ordered to the 
Senate. On May 29 the Senate Committee on Rules assigned the bill to the 
Committee on Transportation and Housing. 

Support –   City of Riverside, Light Electric Vehicle Association, Coachella Valley 
Economic Partnership, Ramon Alvarez 

Opposition – None on file 

Legislative Counsel’s Digest - Medium-speed electric vehicles. 
Existing law defines “low-speed vehicle” as a motor vehicle, other than a motor 
truck, with 4 wheels that is capable of a minimum speed of 20 miles per hour and a 
maximum speed of 25 miles per hour on a paved level surface and that has a gross 
vehicle weight rating of less than 3,000 pounds. Existing law imposes certain 
restrictions on the use of low-speed vehicles on public streets and highways, and 
generally requires an operator of a low-speed vehicle to have a driver’s license. A 
violation of these provisions is a crime. 

This bill would authorize the operation of a medium-speed electric vehicle, as 
defined, at speeds of no more than 3545 miles per hour on a roadway with a speed 
limit that does not exceed 45 miles per hour. The bill would require that the driver of 
a medium-speed electric vehicle possess a class A, class B, or class C driver’s 
license.a medium-speed electric vehicle to meet certain safety requirements, 
including specified Federal Motor Vehicle Safety Standards. The bill would make, 
subject to exceptions, a medium-speed electric vehicle subject to all the laws 
applicable to a motor vehicle, and the driver of a medium-speed electric vehicle 
subject to all the laws applicable to the driver of a motor vehicle or other vehicle, as 
specified. Because it is unlawful and constitutes an infraction for any person to 
violate, or fail to comply with any provision of the Vehicle Code, this bill would 
impose a state-mandated local program by creating a new crime. 

 
(2) Senate Bill 686 – Senator Jackson  
 (Introduced February 22.) 

Status – On May 6 this bill was approved by the Senate Committee on Judiciary. 
On May 23 the bill was approved by the Senate Committee on Appropriations. On 
May 24 the bill was read and amended, and on May 29 the bill passed the Senate 
and was ordered to the Assembly, where on June 10 the bill was referred to the 
Committees on Business, Professions and Consumer Protection and on Judiciary. 

Support – Consumers for Auto Reliability and Safety, CARFAX, California Nurses 
Association, California Public Interest Research Group, Consumer Action, 
Consumer Attorneys of California, Consumer Federation of California, Consumer 
Watchdog, Consumers Union, Enterprise Holdings, Hertz Corporation, Latino 
Business Association, Trauma Foundation 

Opposition – California Chamber of Commerce, California Financial Services 
Association, California New Car Dealers Association, CARMAX, Civil Justice 
Association of California, Independent Automobile Dealers Association of California. 
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Legislative Counsel’s Digest - Vehicles: vehicle dealers. 
Existing law provides that it is a violation of the Vehicle Code for the holder of any 
dealer’s license issued as specified to advertise for sale or sell a used vehicle as 
“certified” or use any similar descriptive term in the advertisement or the sale of a 
used vehicle that implies the vehicle has been certified to meet the terms of a used 
vehicle certification program if any of specified provisions apply, including, but not 
limited to, the dealer knows or should have known that the vehicle has sustained 
frame damage, and the dealer disclaims any warranties of merchantability on the 
vehicle. Under existing law, a violation of these provisions is a crime. 

The bill would also prohibit that representation from being made if the dealer knows 
or should have known that the vehicle is subject to a manufacturer’s safety recall, 
and the repairs required to correct the defect have not been performed on the 
vehicle. By creating a new crime, the bill would impose a state-mandated local 
program. 

Existing law provides that it is unlawful for a lessor-retailer to sell a vehicle without a 
vehicle dealer license or temporary permit. Existing law prohibits a licensed dealer 
from engaging in certain practices, including, among others, making an untrue or 
misleading statement indicating that a vehicle is equipped with all the factory-
installed optional equipment the manufacturer offers. Under existing law, a violation 
of these provisions is a crime. 

This bill would additionally prohibit a dealer from selling, leasing for an initial term of 
less than 4 months, renting, loaning, or otherwise transferring ownership at retail of 
a used vehicle, as specified, if the dealer knows or should have known that the 
vehicle is subject to a manufacturer’s safety recall, unless the repairs required to 
correct the defect have been performed on the vehicle. The bill would additionally 
prohibit a rental company that is also a dealer from selling or otherwise transferring 
ownership at retail of a used vehicle, if the rental company knows or should have 
known that the vehicle is subject to a manufacturer’s safety recall, unless the repairs 
required to correct the defect have been performed on the vehicle. The bill would 
require a dealer to obtain information about a used vehicle’s safety recall status, as 
specified. By creating a new crime, this bill would impose a state-mandated local 
program. The bill would also make a violation of these provisions actionable under 
the Consumers Legal Remedies Act and the Unfair Competition Law, and as false 
advertising. Specified prohibitions of this bill would become operative upon the initial 
effective date of the regulations adopted pursuant to a provision of the federal 
Moving Ahead for Progress in the 21st Century Act that implement that act. The bill 
would correct erroneous cross-references. 

The California Constitution requires the state to reimburse local agencies and 
school districts for certain costs mandated by the state. Statutory provisions 
establish procedures for making that reimbursement.  This bill would provide that no 
reimbursement is required by this act for a specified reason. 

This matter will be identified as an informational item on the agenda for the June 26, 2013, 
General Meeting. If you have any question or require additional information, please contact 
me at (916) 324-6197 or Dana at (916) 327-3129. 
 
cc:  Bismarck Obando 


